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VOLUME 


Court Bonds 


N ORDER TO avail himself of cer- 
DT tain remedies provided by law, 
a litigant must frequently give a 
bond of indemnity to protect the 
opposite parties against any dam- 
ages they may sustain as a direct 
result of the action. The effect of 
such proceedings usually is rather 
drastic, as, for example, where a 
defendant is deprived of the pos- 
session and use of his property, or 
the verdict or 
court is suspended pending its re- 
view by a higher tribunal. 

Court bonds are generally clas- 
sified as either plaintiffs’ or de- 
fendants’ bonds, depending upon 
whether their purpose is to enable 
the plaintiff to proceed with some 
assertive action or to permit the 


judgment of one 
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Always Good 


By NATHAN A. WAGNER 


defendant to obtain relief from the 
effect of the plaintiff's action pend- 
ing a final judicial determination 
of their respective rights. 

The circumstances under whici 
court bonds are required, as well 
as the method of determining their 
penalty and the names by which 
they are known, all depend upon 
the statutes of the state in which 
the litigation is pending. There is 
little uniformity among the stat- 
utes of the various states with re- 
spect to these aspects of court 
bonds, and consequently any dis- 
cussion must be somewhat gener- 
al insofar as they are concerned. 
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Space will not permit the inclu- 
sion of every type of court bond, 
so that it has been necessary to 
limit the succeeding paragraphs to 
a brief outline of those most fre- 
quently needed by litigants. 
Attachment and release of at- 
tachment. The need for an attach- 
ment bond arises most frequently 
when an individual, believing that 
he has a valid claim against an- 
other, fears that by the time he 
has obtained a judgment against 
his debtor the latter may have no 
property available for the satisfac- 
tion of his judgment. He then ex- 
amines the law to determine if he 
has any ground on which he may 
immediately attach the property 
of the defendant, thereby making 
sure it can be located once he has 


secured his judgment. The attach- 
ment is, in effect, a temporary lien 
against the property of the defen- 
dant pending the termination of 
the litigation, and is in the form 
of a writ issued by the court di- 
recting the sheriff or other officer 


to seize and hold the property. 


Wuat Ir GUARANTEES 

The bond that the plaintiff must 
give in such a case guarantees that 
if the attachment is found to have 
been wrongfully issued, or if the 
plaintiff fails to prosecute his suit 
to judgment, the defendant will 
be compensated for all damages 
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May 


sustained by him as a result of the 
attachment having been issued. 

One of the important factors in 
the underwriting of this form of 
bond is the nature of the property 
attached. If, for instance, perish- 
able goods or equipment used by 
the defendant in his business is 
the subject matter of the attach- 
ment, the potential damages are 
much greater than if real estate 
or some durable but non-income- 
producing property is seized. The 
reason for this is that, should the 
plaintiff not successfully prosecute 
his suit, the damage sustained by 
the defendant in the form of spoil- 
age or loss of use of his property 
would be much greater in the first 
case than in the latter. However, 
in no case can the nature of the 
property serve as a basis for exe- 
cuting a bond of this kind for an 
applicant who is not financially 
responsible, although it may be of 
material help to the underwriter 
in determining whether or not 
there is sufficient financial respon- 
sibility behind the risk. 

Another important consideration 
is whether or not the decision to 
obtain the attachment is made in 
the normal course of business, on 
advice of competent counsel, or 
primarily to harass someone against 
whom the plaintiff may have a per- 
sonal grievance. Actions brought 
by one spouse against the other, 
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one partner against another, or be- 
tween other persons who are 
closely related or associated, should 
always be carefully scrutinized 
with this point in mind. This bond, 
while not a direct financial guar- 
antee, can be quite hazardous and 
must be carefully underwritten. 

In some states a defendant 
whose property has been attached 
may secure its return by filing one 
of two bonds, while in others he 
has no alternative but must file a 
single form prescribed by statute. 
One of these bonds is known gen- 
erally as a forthcoming or re- 
delivery bond. This bond guaran- 
tees that the defendant will either 
pay the plaintiff's claim upon ren- 
dition of the final judgment, or 
return the property attached so 
that it can be applied to the satis- 
faction of the judgment. The giv- 
ing of this bond in no way affects 
the attachment which still exists, 
but merely determines the cus- 
tody of the property pending final 
disposition of the case. 

SECOND TYPE 

The other bond to obtain release 
of property is referred to as a 
discharge or dissolve attachment 
bond. It guarantees the payment 
of whatever judgment may be fi- 
nally secured by the plaintiff. Up- 
on the giving of this bond, the 
attachment is no longer in exis- 
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tence, as it has served its purpose, 
and it has been held that by giving 
the bond the defendant waives 
any objection he may have to the 
validity of the attachment, his only 
defense then being the merits of 
the claim. 


EXTREMELY HAZARDOUS 


Both of these bonds are direct 
financial guarantees, and the only 
distinction between them, so far 
as the underwriting is concerned, 
is that in some instances, depend- 
ing upon the accuracy with which 
the value of the property can be 
determined, the extent of the ac- 
tual liability under a_re-delivery 
bond may be found to be substan- 
tially less than its penalty. These 
bonds are among the most hazard- 
ous of all court bonds, and unless 
the applicant is a_ well-known, 
strong business organization, they 
usually can only be executed on 
the basis of full collateral. 

Garnishment and release of gar- 
nishment. A similar action is that 
of garnishment, the distinction be- 
ing that here the property seized 
is in the possession of a third per- 
son known as a garnishee-defen- 
dant, rather than of the defen- 
dant. It is most frequently used 
when the property being seized 
is in the form of bank accounts or 
accounts receivable. The continued 


solvency of the garnishee-defen- 
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dant is the important additional 
factor to be considered in the un- 
derwriting of this bond. This is 
true because, should the defendant 
successfully defend the plaintiff's 
action but then be unable to col- 
lect the money due him because of 
the insolvency of the bank or cred- 
itor, his loss would undoubtedly 
be an element of damage covered 
by the garnishment bond. 

Aside from this, the underwrit- 
both 
garnishment 
that 


and release of attachment. 


ing of garnishment and re- 


lease of bonds _ is 


identical with of attachment 

Replevin and counter-replevin. 
Replevin is a procedure by which 
a person who alleges that property 
belonging to him is being wrong- 
fully withheld, 


possession together with damages 


may recover its 
for the wrongful retention. In nei- 


ther attachment nor garnishment 
proceedings is title to the property 
in issue, and this is the principal 
these actions 


distinction between 


and that of replevin. 


WHEN THey ARE NEEDED 


Replevin bonds are often re- 
quired by merchants selling under 
conditional sales contracts, as well 
as by finance companies who have 
either purchased such paper or 
loans chattel mort- 
gages. In most such cases an ap- 


made under 


proved form of contract is used, by 


AND 
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the terms of which title is retained 
in the seller or mortgagee, the con- 
troversy being whether or not the 
defendant is guilty of sufficient de- 
fault to entitle the plaintiff to re- 
cover possession. Replevin bonds 
which guarantee the prompt and 
successful prosecution of the action 
or the return of the property, to- 
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gether with damages, may be writ- 
ten rather freely for reputable or- 
ganizations of this nature and con- 
stitute desirable business. How- 
ever, as in the case of attachment 
bonds where the litigation is be- 
tween members of a family or bus- 
iness associates and there is no 
conditional sales contract, specifi- 
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cally reserving title in the plain- 
tiff, more caution must be exer- 
cised in the underwriting of these 
bonds. 


FUNCTION OF COUNTER-REPLEVIN 


Following seizure of . property 
under a writ of replevin, the de- 
fendant may obtain its return by 
giving what is generally referred 
to as a counter-replevin bond. In 
this bond the 
that if, upon the trial of the case 
on its merits, judgment is 
dered in favor of the plaintiff, the 
property will be returned together 


surety guarantees 


ren- 


with any damages sustained by 


him as a result of the property 
having been withheld. It will im- 
that 


liability under a counter-replevin 


mediately become apparent 
bond is very similar to that under 
a release of attachment bond, and 
consequently the same underwrit- 
ing requirements are applicable. 

Indemnity to sheriff. Under the 
statues of some states the sheriff 
or other officer by whom a writ is 
to be served may refuse to proceed 
until the plaintiff gives bond pro- 
tecting him against liability based 
upon an invalid writ or seizure of 
the wrong property. The liability 
these bonds is somewhat 
that 


under 


similar to under attachment 


and replevin bonds. The impor- 


tant added consideration is the na- 
ture of the property, because if it 
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is such as to make it difficult to 
identify the property intended to 
be seized, the possibility of his 
taking property belonging to some- 
than the defendant is 
materially increased. 


one other 


Injunction and dissolve injunc- 
tion. An injunction is a judicial de- 
cree directing the defendant to do, 
or to refrain from doing, a speci- 
fied act. It is an extraordinary rem- 
edy, generally granted only on an 
allegation by the complainant that 
irreparable damages will be sus- 
tained by him unless the injunction 
is granted. 

Injunction proceedings are often 
instituted in patent infringement 
effort by 
of a patent to stop immediately 


cases, in an the owne1 
what he believes to be an unau 
thorized of his device. It is 
also by injunction that a public 


use 


utility may delay the application 
of a rate reduction pending fur- 
ther hearings. 


Bonp UsuaLLy REQUIRED 


The bond that is almost invari- 
ably required of the _ plaintiff 
guarantees the payment of all dam- 
ages resulting from the issuance of 
the injunction if his action is finally 
dismissed. These 
only may run into large amounts, 
but the litigation may well extend 
during 


damages not 


over a period of years, 


which the principal's financial con- 
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There is little state-wide uniformity in court bond regulations 


dition may change, so that he is 
unable to respond when he has 
lost his case and damages have 
been assessed against him. 
Injunction bonds are perhaps 
the most hazardous of so-called 
plaintiffs’ bonds, and actually are 
underwritten on much the same 
basis as direct financial guarantees. 
The circumstances surrounding 


the litigation, especially the acts 
being enjoined or enforced, are 
needed in determining the extent 
of possible damages. 

The defendant may secure re- 
lief from the effect of an injunc- 
tion by giving a bond guarantee- 
ing that if the plaintiff ultimately 
prevails he will be compensated 
for all damages sustained as a re- 
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COURT BONDS 


sult of the injunction having been 
dissolved. As in the case of other 
defendants’ bonds, it is only in 
comparatively few instances that 
release of injunction bonds can be 
written without full collateral. 

Appeal, supersedeas and stay of 
execution. A litigant against whom 
an adverse verdict or judgment 
has been rendered by the court of 
original jurisdiction, may ordina- 
rily have it reviewed by a higher 
court and suspend execution there- 
of pending the outcome of his 
appeal. One of the requisites of 
such an appeal is the furnishing 
of a bond which guarantees that 
the appeal will be successfully 
prosecuted, or that all damages 
sustained by the other party, in- 
cluding court costs, will be paid. 
Many appeals are from monetary 
judgments, and the bond guaran- 
tees payment of the judgment, to- 
gether with interest and costs, if 
it is affirmed. 


AMOUNT OF COLLATERAL 


These bonds are direct financial 
guarantees and normally are writ- 
ten only with full collateral. Obvi- 
ously it is often difficult to deter- 
mine the amount of collateral nec- 
essary to adequately protect the 
surety when the penalty of the 
bond is far in excess of the amount 
of the judgment. This is something 
that must be worked out in each 
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case, although the deposit of col- 
lateral in amount equal to 120 
percent of the judgment is not an 
unusual requirement. 

These three bonds differ some- 
what technically, but are identical 
insofar as their liability and un- 
derwriting are concerned. 

Costs. These bonds, guarantee- 
ing the payment of court costs in- 
cident to litigation brought by the 
applicant, are required for a vari- 
ety of reasons. Probably the most 
common such cause is that the 
litigant is a non-resident of the 
state in which he wishes to bring 
his action. They may also be re- 
quired in connection with appeals 
in cases where there has been no 
monetary judgment, or when for 
some reason the law requires noth- 
ing but a cost bond to perfect the 
appeal. They generally in 
nominal amounts and may be ra- 
ther freely written for reputable 


are 


people of some financial worth. 

Admiralty bonds. In admiralty 
proceedings, which are always in 
the United States courts, ships and 
their cargoes are seized through 


an action known libel. The 
plaintiff, or libelant, is required to 
give a bond or stipulation cover- 
ing costs. The defendant, or re- 
spondent, in order to secure the 


as 


release of a ship or cargo that has 
been libeled must, in addition to 
giving security for costs, also file 
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a stipulation for value, or release 
of libel bond. Although there are 
distinctions between 
they 


technical 


two bond, 


these forms of 
both are 
tees and are liable for the payment 


may be 


direct financial guaran- 
of whatever 
made by the libelant. They corre- 
spond with release of attachment 
the law courts and are 


recovery 


bonds in 
underwritten accordingly. 


BONDS FOR CORPORATIONS 


The underwriting of court bonds 
on behalf of corporations, partner- 
ships and fiduciaries, each pre- 
sents its own problems; and this is 
also true where the bond is to be 
written on the basis of the indem- 
nity of a corporation or partner- 
ship, whether or not collateral is 
being deposited by the indemni- 
tor. When the surety is requested 
to execute a bond either on behalf 
of or on the indemnity of a cor- 
poration, both its power to assume 
the obligation and the authority 
of the officer or other person pur- 
porting to act on its behalf must 
be established. 

Ordinarily, the 


of the 


power 


corporation need not be inquired 
into if the bond is on its behalf as 
sole principal. However, it is al- 
to determine that 


ways 
the person applying for the bond 


necessary 


is authorized to do so. In those 


cases where assets of the corpora 
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tion are being deposited with the 
surety as collateral, it is also es- 
sential that the officer or officers 
making the deposit and executing 
the collateral possess 
the necessary authority to perform 
Unless officers 


are expressly empowered to act in 


agreement 


these acts. these 
such matters for the corporation, 
it is that this be done 
by resolution of the board of di- 
rectors, a certified copy of which 
should be obtained by the surety. 


necessary 


\ corporation derives its power 
from its charter, and as the char- 
ters of most corporations do not 
cover the giving of indemnity on 
behalf of 
would be of little value. An excep- 
tion to this is where the principal 


others, such indemnity 


is a wholly owned subsidiary of 
the indemnitor. In some instances, 
an interest less than entire owner- 
ship is sufficient to bring a corpo- 
ration’s act, in giving its indem- 
nity, within the scope of its pow- 
ers, but this is a question which 
must be determined in each case. 
Having found that it is within the 
power of the corporation to give 
its indemnity, it is essential that 
the officers executing the agree- 
ment be acting within their au- 
thority, just as when the bond is 
for the as principal, 
and the same rules are applicable. 

In dealing with a partnership, 
as principal or indemnitor, 


corporation 


eithei 
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the application as well as the in- 
demnity agreement and collateral 
agreement, when these latter two 
are used, should be executed by 
all the partners, both as partners 
and as individuals. This will re- 
move all doubt as to the authority 
of one or more of the partners to 
bind the partnership, and will give 
the surety the unquestioned right 
to look to both the partnership 
and the partners in the event of 
a loss under the bond. 


Bonpbs FOR FIDUCIARIES 


Fiduciaries from time to time 
have occasion to apply for court 
bonds. Obviously it is first of all 
necessary to determine the finan- 
cial worth of the estate, which will 
indicate whether or not the depos- 
it of collateral will be required. 
The length of time the assets will 
remain in the possession of the fi- 
duciary, unless that depends upon 
the outcome of the litigation in 
which the bond is to be filed, as 
well as the amount of his official 
bond, and if with corporate sure- 
ty, must ascertained. There 
next arises the question of the 
power of the fiduciary to bind the 
assets of the estate, either by simp 
ly applying for the bond or by 
depositing them with the surety 
as collateral. If the will or othe 
instrument creating the trust does 


be 


not specifically authorize such ac 
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tion by the fiduciary, the only safe 
course is to have him obtain an 
order from the court having juris- 
diction of the estate, directing and 
empowering him to obtain the 
bond and deposit assets of the es- 
tate as collateral, if that is the 
basis on which the bond is being 
obtained. A certified copy of this 
order should the ap- 
plication for the bond. 

Not infrequently a bond will 
be applied for by more than one 
applicant, some of whom are pos- 
sessed of sufficient financial worth 
to be entitled to the bond, while 
others are not. In such cases it is 
highly important that the applica- 
tion of each applicant expressly 
state that he shall bound in 
respect to all liability under the 
bond, whether on behalf of all or 
one of the co-principals. It 


accompany 


be 


any 
sometimes happens that the appli- 
cant upon whom the surety must 
rely is a and_ this 
again raises the question of the 


corporation, 


power of the corporation to bind 
behalf of another, 
which was discussed earlier here. 


its assets on 


CuLTIVATE ATTORNEYS 

The need for court bonds arises 
in such a way that ordinarily spe- 
cific bonds cannot be solicited. As 
many for these bonds 
come directly from the attorney’s 
office, the cultivation of attorneys 


requests 
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as clients will inevitably produce 
an appreciable volume of this type 
of business. The selling and ser- 
vicing of other lines will place 
the alert agent in a position to so- 
licit the court bond business of 
his client, and if it happens to be 
an organization engaged in in- 
stallment selling or financing, this 
may well be substantial. Converse- 
ly, the agent who, through his 
knowledge of the underwriting of 
able to render 


court bonds, is 


prompt and efficient service in the 
execution of such a bond, may 
find that he has thereby obtained 
an entree to other business of the 
principal. 

After having gained a working 
knowledge of underwriting court 
bonds, it will not only be an in- 
teresting part of the agent’s work, 
but will represent a source of in- 
come that remains constant through 
both good and bad _ economic 
conditions. 
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“Had any elementary experience—kiddie car, scooter, bicycle?” 





..» ACCIDENT 
Trouble Has Triplets. In Dalhart, Tex., 
a cattleman out for a Sunday drive, 
slithered his car into a bridge abut- 
ment while avoiding an oncoming 
truck. The car was badly damaged, 
the cattleman was badly bruised and 
cut, but with true Texas fortitude he 
declined to go to the hospital. By the 
time garagemen reached his damaged 
car, it had been ransacked of all per- 
sonal valuables, a tire was stolen and 
across the trunk was written “Kilroy 
was here.” Next day, stiff, sore and 
somewhat embittered, the unhappy 
victim slipped while getting into a 
friend’s car, fractured an ankle. This 
time he went to the hospital....In 
Concord, N. H., a woman broke her 
leg while on her first skiing trip. Re- 
turning from the hospital, her car 
caught fire. Next day she adver- 
tised for her lost fur coat, which had 
been thrown from the car while the 
fire was being extinguished, and then 
forgotten. 


. +. BURGLARY 
Second Thoughts Are Best. Two men 
held up a victim in the darkened ves- 
tibule of an apartment house, took his 
watch and $12 in cash. As they opened 
the door to leave, they noticed light 
glinting on his finger, went back and 
relieved him of a $1,000 diamond ring 
(Philadelphia, Pa.). . . . Appreciation. 
An out-of-state visitor is much pleased 
because someone stole his car six 
weeks ago. It has been returned to 
him by police, and he reports the thief 
made improvements on the car which 
raised its value at least $300 (Colum- 
bus, Ohio). 


... FIRE 
Dampened. While speakers at a large 
sponsored by the Safety 


banquet 
were extolling local safety 


Council 


records and describing best methods 
of preventing fires and accidents, fire- 
men upstairs in the kitchen were busy 


putting out a small conflagration with 
a great deal of water. It soaked 
through the ceiling and poured on the 
650 assembled guests (Newark, N. J.). 


... LIABILITY 
Doghouse Backfires. Police arrested an 
imaginative gentleman on the com- 
plaint of a woman who charged he 
had thrown a doghouse at her while 
the dog was occupying it (Elizabeth, 
N. J.). .... Chance To Prove It. When 
the city building inspector told a wo- 
man resident that the chimney on her 
house was unsafe and might fall down 
any moment, she refused to take ac- 
tion. “Let it fall,” she said. “I can 
take care of damages.” A few hours 
later the chimney fell—on a neighbor- 
ing house. Its owner said she would 
have to replace windows and also his 
dining room furniture (Macon, Ga.). 





INSURANCE FACT-O-GRAMS 


PAN EAST TORNADO KNOCKED OFF 
THE NORTH END OF AN OKLAHOMA 
BARN. EXACTLY ONE WEEK 
LATER, A WEST TORNADO KNOCKED 
OFF THE SOUTH END OF THE 
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Medical payments cover- 
age has proved a great 
good-will-getter, particular- 
ly in automobile liability; 
many agents now sell it to 
95 percent of all their pri- 
vate passenger car policy- 
holders 


Medical Payments Coverage 


i INTRODUCTION of third party 
medical payments coverage in- 
to third party legal liability policies 
was one of the most popular moves 
ever made by the casualty insur- 
ance 


ample, the 


Consider, for ex- 
liability 


companies. 
automobile 
policy. 

Under the straight bodily injury 
liability policy, the insured paid a 
premium for protection against 
claims brought by injured parties; 
but if the injured party happened 
to be his wife, child or guest, the 
injured person was unable to col- 
states) for injuries 


course, the 


lect (in many 


received, and, of 
sured had no coverage for injuries 
to himself. Then, too, if the in- 
jured guest did decide to bring 
claim against the insured, it was a 
matter of considerable embarrass- 
ment to both the guest and the in 
sured. Usually, the guest would be 
a close friend whom the insured 
would like to help, particularly if 
the insured felt that he had been 
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wholly or partially at fault for the 


accident, and yet the insured was 
also obligated under the policy to 
cooperate with the company in the 
defense of all claims. 
Obviously these cases were also 
embarrassing to the insurance com 


pany, because a close relationship 
of good faith must necessarily ex- 
ist between the insurance company 
whereby each 


and the insured 


protects the other's _ interest. 
Whereas the company 
that the obli- 
the insurance contract to 


insurance 
knows insured is 
gated by 
cooperate with the company in the 
defense against third party claims, 
the company also knows that the 
insured feels a moral obligation 
to help his friend collect for in 
juries received as a guest of the 
insured. 

In order to find 
embarrassing situations, in- 


solution to 


these 
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surance companies finally hit upon 
the happy idea of offering a cov- 
erage which would automatically 
pay for injuries to all passengers in 
the automobile. This coverage was 
known as automobile medical pay- 
ments Fortunately, a 
precedent had already been estab- 
lished for coverage of this nature 


coverage. 


in the so-called “first-aid” clause ol 
the automobile liability 
this clause the 


agrees to 


policy. 
Under company 
pay all expenses in- 
curred by the insured in the event 
of bodily injury coming within the 
scope of the bodily injury liability 
immediate 
relief to 
others as shall be imperative at the 


coverage, for such 


medical and _ surgical 


time of accident.” 


\ LociIcaL EXTENSION 


automobile medical 


The 


ments 


pay- 
merely the 
first-aid 
Other- 


wise, it would have been extremely 


coverage was 


logical extension of the 


coverage just mentioned. 


difficult to secure the approval of 
the various state insurance depart- 
of third 


ments to a combination 


party accident coverage and third 


party legal liability coverage. How- 
ever, the insurance departments 
realized that 
demand on the part of the buying 


there was a strong 
public for this broadened cover- 
age; so one after another, they 


agreed to give the coverage a trial. 
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When the coverage was first an- 
nounced by the National Bureau 
of Casualty Underwriters in 1939, 
two forms were approved for use 
in connection with private passen- 
ger car policies. The first one re- 
quired the execution of a signed 
release by the injured party. The 
second was not subject to the ex- 


© Biank-Stoller, Inc. 
AMBROSE RYDER 

ecution of a release. Both forms 
excluded all operators from the 
benefits of the coverage. The first 
form sold for 15 percent of the 
bodily injury 5/10 limit premium 
for the car subject to a minimum 
of $3 and a maximum of $8 for 
$250 limit coverage (or 20 percent 
of 5/10 rate subject to $4 mini- 
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mum and $10 maximum for a $500 
limit coverage). For the second 
coverage the above percentages 
were increased from 15 percent 
and 20 percent to 20 percent and 
25 percent respectively, and the 
minimums and maximums were 
also increased proportionately. 


SEPARATE COVERAGE 


It was not long before the com- 
panies dropped the form of cov- 
erage which required execution of 
a signed release by the injured 
party before he could receive the 
benefit of the medical payments 
coverage. The medical payments 
coverage is, therefore, a separate 
and distinct coverage under the 
automobile policy, without any tie- 
in with the third party legal li- 
ability coverage. In other words, 
injured guests can receive the full 
benefits of the automobile medical 
payments coverage and also bring 
claim or suit against the insured 
for additional sums, against which 
actions the insured is fully pro- 
tected under the bodily injury cov- 
erage. 

The next step was to extend the 
medical payments coverage to in- 
clude the named insured and all 
other operators of the car. This 
was a logical development, be- 
cause in many cases the named in- 
sured would be riding in the car 
as a passenger. Furthermore, he 


MEDICAL PAYMENTS COVERAGE 15 


was paying for the insurance pro- 
tection, and it was only natural 
that he should seek to get some 
benefits for himself in case he per- 
sonally injured. An _ extra 
charge of $1 was made for this 
broadened coverage. Finally, the 
coverage including the named in- 
sured became so popular that the 
other form was dropped. Inci- 
dentally, the rates were reduced in 
1944 to the level which now pre- 
vails. 


was 


OTHER Cars INCLUDED 


It was only a matter of time be- 
fore the companies extended the 
application of medical payments 
coverage to cars other than private 
passenger cars—to commercial cars, 
taxicabs, buses and garage risks. 
However, the biggest demand for 
the coverage is still in connection 
with the private passenger car. 

The whole history of the auto- 
mobile medical payments coverage 
is one of continuous broadening of 
coverage to take care of every rea- 
sonable need which an _ insured 
might present. The only important 
exclusion is with respect to (1) in- 
juries sustained by employees in 
the course of their employment and 
person to or for whom 
are payable under any 


(2) any 
benefits 
workmen’s compensation law. 
However, if the insured is a corpo 
ration which permits an employee 
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The biggest demand for the coverage is with private passenger cars 


to use a company-owned automo- 
bile for private, personal purposes 
over a week-end or holiday, such 
employee, if injured while operat- 
ing the automobile outside of busi- 
ness activities, is within the scope 
ot the medical payments coverage. 

Generally speaking, companies 
have interpreted broadly the scope 
of medical payments insurance re- 


lating to “entering upon, riding in 
or alighting from” the automobile. 
For example, if the named insured 
experiences a flat tire while op- 
erating on a highway, and if he is 
injured while removing the spare 
tire from the trunk, even though 
he may not be considered as “en- 
tering upon, riding in or alighting 
from” the automobile, the medical 
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payments affords reim 
bursement for such bodily injury. 


Many the 
payments coverage to 95 percent 


coverage 


agents sell medical 
of all of their private passenger cai 
policyholders, whereas other agents 
have not pushed the coverage and 
have sold to only a comparative 
few of their policyholders. The 
agents who have pushed the cover- 
age declare that it is easy to sell, 
particularly at renewal time, and 
that 


policy, 


once sold it remains on the 


like 


tion. Most of these agents merely 


excess limits protec- 
added it to each policy on renewal 
and then sent out a memorandum 
explaining what they had done and 
why they had done it, with a re 
quest to the insured to advise the 
agent in case he did not want the 
coverage. 
EXPERIENCE TEST 

Many of the companies report 
that the loss experience has been 
with the 


coverage, al- 


favorable in connection 
medical 
though it is admitted that the ex- 
perience figures are not clear-cut. 
The only true test of the experi- 
ence is to combine both the bodily 


payments 


injury and medical payments pre- 
miums and losses and compare the 


experience with the experience for 


other risks of the same classifica- 
tion in the same territory which 


purchased only: the bodily injury 
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without the medical payments. On 
the whole, the companies feel that 
the medical payments coverage 
has not only served as an instru- 
ment of good public relations, but 
also as a builder of premium vol- 
ume of favorable loss ratio. Some of 
the companies feel that the $2,000 
limit medical payments coverage 
will prove unprofitable, but up to 
the present time the experience is 
insufficient to prove anything one 


way or the other. 


EXTENSION OF COVERAGE 

In recent years the medical pay- 
ments has extended to 
the field of general liability insur- 
ance. The owners’, landlords’ and 


coverage 


tenants’ manual now contains rules 
and rates for medical payments 
coverage. The manufacturers’ and 
contractors’ manual does not con- 
tain the coverage, but it is prob- 
ably only a matter of time before 
it will be introduced there. In the 
meantime, individual manufactur- 
ers’ and contractors’ risks can be 
rated for medical payments cover- 
age. 

The medical payments coverage 
is an integral part of the personal 
comprehensive policy. No separate 
charge is made for the coverage, 
so there is no way of determining 
whether or not the inclusion of that 
coverage will show a_ profitable 
loss ratio. 


There is one important distinc- 
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tion between the medical payments 
coverage in an automobile liability 
policy and the medical payments 
coverage in a _ general liability 
policy. The former covers the in- 
sured and all occupants of the car, 
whereas the latter excludes benefits 
to the insured or any tenant of the 
premises, except domestic em- 
ployees. Both contracts have the 
exclusion in respect to employees 
and other persons to or for whom 
benefits are payable under any 
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workmen’s compensation law. 

The introduction of medical pay- 
ments coverage in the 
landlords’ and tenants’ manual oc- 
curred in May, 1947; hence it is 
too soon to judge its popularity or 
the adequacy of the rate structure. 
Here again some agents are push- 
ing the coverage with very favor- 
able results, while others are neg- 
lecting their opportunity to serve 
their policyholders and at the same 
time increase premium volume. 


owners , 


a 


of 


A 


VA fp 000 
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Six Years Ago 


Elevators are such a familiar mode of transportation that even insurance agents 
who use them regularly often neglect them as a lucrative source of business. 
Despite the fact that today elevator accidents are relatively infrequent, when 
they do occur they are more than likely to result in serious injury or death. 
At such times, the elevator owner who is inadequately protected or entirely 
unprotected by insurance may find himself financially ruined by the resultant 
claims.—Edward R. Granniss, “Elevators, Lucrative Source of Business.” 


Four Years Ago 


While the occasional use of the survey can be of some value, its full value 
cannot be reached until a definite program of soliciting, making and following 
up has been fitted into the regular production schedule. The agent having decided 
that he is going to make surveys a regular service of his agency, should then 
decide on an automatic and systematic plan of prospecting, and follow it 
religiously.—Mary B. Allard, “A Short Course in Survey Selling.” 


Two Years Ago 


I think we have been carried away by popular clamor for hospital expense 
insurance, when the best interests of the wage earner indicate that we should 
make an honest attempt to sell accident and sickness insurance first . . . and 
after that, hospital expense insurance; and after that, surgical expense insur- 
ance, depending upon the cost to the employees after the employer had 
indicated how much he was willing to spend to make the benefits available. 
—C. C. Clarke, “Meeting Group Insurance Needs.” 
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HON. W. A. MUELLER 
SOUTH DAKOTA 


nr. MUELLER is a native of Wisconsin, but was raised and 
M educated in Iowa. He attended Hamilton University in 
Mason City, Iowa, and started his banking career in Titonka. 
In 1923, he joined the Farmers State Bank in Turton, South 
Dakota, and was associated with the bank for 18 years. He 
became Chief Examiner for the South Dakota Insurance Depart- 
ment in 1940, and was appointed Insurance Commissioner in 1944. 











HON. PAT J. RIORDAN 
GEORGIA 


M“ RiorDAN has served on the Georgia State Board of Work- 


men’s Compensation since 1943, when he was appointed 


its Secretary-Treasurer. He became Director on the Board in 1944, 
and Chairman in 1945. He was graduated from Atlanta Law 
School in 1927, and is a member of the Delta Theta Phi legal 
fraternity. In 1929 he completed a course in corporation finance 
at Columbia University. He practiced law until 1933, at which 
time he joined the legal department of an oil company in Georgia. 
He remained there until his appointment to the State Board of 
Workmen’s Compensation. 





© Rates for burglary insur- 
ance cannot be based sim- 
ply upon past experience, 
but must also take into very 
careful consideration all 
factors which may in any 
way affect future condi- 
tions 


Burglary & Glass Ratemaking 


HE DISCUSSION of ratemaking 
yr turns from automobile and 
general liability to burglary and 
glass insurance. These are direct 
damage lines, undertaking to in- 
demnify the assured for certain 
losses of insured property without 
regard to any third party liability. 
In the burglary line, particularly, 
there are rating conditions and 
peculiarities which are not found 
in the liability lines. Although the 
1946 burglary insurance premium 
volume of $73,000,000 does not 
approximate that for liability in- 
surance, it has shown rapid growth 
in recent years. First written in 
this country about 1885 to cover 
loss of merchandise by burglary, 
now known as mercantile open 
stock insurance, it has expanded 
until today it is an important cas- 
ualty line. In past years the insur- 
ance primarily against the 
stealing of property occasioned by 
the specified perils of burglary, 
robbery or theft. In recent years 


was 
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By L. A. SAWYER 





the burglary underwriters have 
been given broader writing powers 
under the insurance laws, with the 
result that now the generic term 
“burglary insurance” includes all 
risk insurance on money, securities, 
valuable papers and accounts re- 
ceivable in addition to burglary, 
robbery and theft. 

A review of the burglary manual 
will disclose rates and rules for 
about 30 different policies which 
are now available as burglary in- 
surance. Certainly this represents 
flexibility and growth which en- 
ables the underwriter to better care 
for the needs of the insuring pub- 
lic. The development of these new 
and broader policies was a long 
step forward and presented new 
problems in ratemaking. A particu- 
lar case is the money and securities 
broad form policy, which replaces 
the mercantile safe burglary and 
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messenger and interior robbery 
policies. Substituting all risk cov- 
erage for the former requirements 
of forcibly entering the safe or 
vault or holding up the messenger, 
embarked the burglary business on 
new and uncharted seas. 


BROADEST IN THE FIELD 


The residence and outside theft 
policy, revised in 1943, is the 
broadest residence policy ever writ- 
ten in the burglary field. Some 
years ago the old personal hold-up 
coverage was changed to limited 
theft and, after an experimental 
period, that was developed into 
the broad theft coverage of 1943. 
Not too many years ago the basic 
messenger robbery policy covered 
only from 7 a.m. to 7 p.m., and 
the basic interior robbery policy 
covered from 7 12 mid- 
night. Now both policies provide 
24-hour coverage without addi- 
tional premium. For many years 
banks had insured the contents of 
safe deposit boxes against loss by 
forcibly entering the vault and box 
or holding up the custodian. Then 
it was realized that more protec- 
tion would be given to the bank if 
its liability as respects any loss of 
property in the boxes was covered. 
Thus the safe depository liability 
policy was introduced. These and 
many other changes are indicative 
of the transition in the burglary 
business during recent years in a 


a.m. to 


steady program of broadening and 
bettering coverages and providing 
new ones, all involving questions 
of rating. 

In all ratemaking, the purpose 
is to predicate rates for the future 
based upon past experience and 
all other relevant factors. At all 
times we must keep in mind that 
a proper burglary rate should do 
three things: it should cover the 
losses against, it should 
cover the expense of selling and 
servicing the and it 
should yield a profit to the com- 
addition, consideration 
must be given to whether the rates 


insured 
insurance, 
pany. In 


are excessive, inadequate or un- 
fairly discriminatory. 
CONSIDER THE FUTURE 

In burglary insurance, particular- 
ly, it would be fatal to base the rates 
simply upon the past experience. It 
is necessary that all factors which 
may in any way affect conditions 
in the future Mt weighed very care- 
fully. One of the most important 
of these is whether the coverage 
being rated has been broadened in 
any respect. An outstanding ex- 
ample is the 1943 broadening of 
the residence and outside theft 
policy, which was so extensive that 
the effect on the future experience 
was purely a matter of judgment. 
As time went on and the experi- 
ence developed, it showed that the 
rates were inadequate, and one of 
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the most important reasons for the 
error in judgment was _ inflation, 
which was not clearly forseeable at 
the time. Almost everything insured 
under the policy increased in value. 


Ratinc UsuaLty TERRITORIAL 


Insofar as possible, territorial 
rating is used. The experience for 
each state and county containing 
a large city is compiled separately 
for most policies so that if there 
is adequate experience, separate 
rates may be established for each. 
The residence policy accounted for 
about one third of the 1946 pre- 
The 


policies such as open stock, mer- 


mium volume. mercantile 
cantile safe, messenger, paymaste1 
and interior robbery, and money 
and securities broad form policies 
account for a good part of the 
balance. When it is considered that 
the remaining volume 
20 other 
parent that in many cases the ex 
thin to be 


represents 


over policies, it is ap 


> 
perience may be too 


reliable for ratemaking purposes on 
a territorial basis. While indicative 
of conditions to a certain extent, it 
must be tempered with judgment. 
Where there is not too much over- 
all premium, states or counties are 
grouped into rate territories, as for 
bank burglary and robbery insu 
ance. It is apparent, of course, that 
the over-all experience of many 
states and counties will be almost 


AND 


SURETY JOURNAL May 


identical, so that the same rates 
will apply. On the other hand, 
there are some policies which take 
country-wide rates because the 
premium volume is so small that 
it would be meaningless if sub 
divided by territory. The system 
is flexible and makes it possible 


to reflect unusual conditions in a 


Diank-Stotier, Ln 
L. A. SAWYER 
county or rate 


particular _ state, 


territory without affecting any 
other. 

Particularly is judgment neces- 
sary when rating a new policy. 
When the and securities 
broad form policy was introduced, 
it presented the problem of rating 


all risk Here 


money 


insurance. was a 
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brand new policy covering hazards 
new to the burglary underwriters 
and replacing certain established 
policies. In recent years there have 


been a number of such cases, and 
it is for that reason that the judg- 
ment factor is stressed as being 
very important in burglary rate- 


making. 


Loss Ratio Metuop BEs1 


It has been found more conve 
nient and desirable to use the loss 
ratio method instead of the pure 
premium method for making rates, 
which are established on the unit 
of $1,000 of insurance. In a pre- 
vious article both the pure pre- 
mum and loss ratio methods were 
described, but it may be helpful to 
review the loss ratio method. The 
of this 
missible loss ratio. This is obtained 
from the Casualty Insurance Ex- 


basis method is the per 


pense Exhibit, approved by the 
National 
Commissioners, 
items of expense as percentages of 
the total The 
expense elements are as follows: 
30 percent for production cost, 
which is a fixed percentage for 
producing the business. Generally 
speaking, most burglary insurance 
has to be there is no 
established demand for it such as 
there is for workmen’s compensa 
tion and automobile insurance. For 


Association of Insurance 


which shows the 


premium volume. 


sold, as 
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that reason, and because the aver- 
age burglary premium is relatively 
small, the production cost was de- 
termined higher than for the lia- 
bility lines. 

11 percent tor office administra- 
tion, for the expense of maintaining 
the company home office opera- 
tions. 

4 percent for unallocated claim, 
for the expense of handling claims 
which cannot be assigned to in- 
dividual cases. 

3 percent for taxes, licenses and 
several 


which vary in the 


states, but this represents an aver- 


tees, 


age. 

1.5 percent for inspection and 
bureau, for inspecting risks and 
maintaining the rating bureaus. 

4 percent for profit and con- 
tingencies, which is a fixed per- 
centage. 

The 
therefore 46.5 percent, this being 
the difference between 100 percent 
and the 
elements. 


permissible loss ratio is 


sum of the expense 


Preriopic Review 

This apportionment of the pre- 
mium dollar is reviewed periodi- 
cally in the light of the annual 
Casualty Insurance Expense Ex- 
hibit, and while certain individual 
items may vary slightly, the over- 
all picture remains pretty constant. 

Having determined the permis- 
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The scarcity and high value of merchandise attracts criminals 


sible loss ratio, the next step is to 
find the loss ratio which was 
actually developed, in order to 
compare the two. It is readily ap- 
parent that a comparison should 
not be made with the previous 
year’s loss ratio, as it might not be 
indicative of the general situation. 
Through a variety of circumstances, 
the experience for that year may 


be much better or much worse 
than other recent years, and if the 
rates were keyed to it, the true 
conditions would not be reflected, 
in addition to which it might cause 
an unnecessary fluctuation in the 
rates. To secure a reliable figure, 
the average loss ratio of the most 
recent five-year period is generally 
used. But here, too, must be con- 
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sidered the trend of the loss ratios 
in that period. Are the recent years 
better than the early years, indicat- 
ing improving conditions; or are 
they worse, showing that conditions 
are getting worse? 


Loss Ratio DETERMINATION 


For burglary insurance the loss 
ratios are determined from calen- 
dar year statistics. They include 
premiums charged for policies ef- 
fective in the calendar year and 
losses incurred in the same calen- 
dar year, regardless of the effective 
date of the policy under which 
claim is made. Incurred losses are 
used, instead of paid losses, be- 
cause of the substantial number 
of claims which cannot be imme- 
diately disposed of. It is apparent 
that the ratio of losses to premiums 
must be a true and indicative one. 
If the premium volume is steadily 
rising, the premium must be ad- 
justed to that earned during the 
calendar year, or else the loss ratio 
would be too low; conversely, 
when the premium volume is fall- 
ing, the loss ratio would be too 
high. If there has been any change 
in rates during the five-year period, 
it is necessary to adjust the pre- 
miums to the level of the present 
rates. 

So far as 
concerned, the 
whether the 


the experience is 
determination of 
rates should be 
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changed is made by comparing 
the actual loss ratio with the per- 
missible loss ratio. If it is higher, 
the indication is that the rates 


should be increased—if lower, that 
they should be reduced. For ex- 
ample, a five-year actual loss ratio 
of 55.8 percent divided by the 


permissible loss ratio of 46.5 per- 
cent indicates that the increase 
should be 20 percent. On the other 
hand, a five-year actual loss ratio 
of 37.2 percent divided by 46.5 
percent indicates that the reduc- 
tion should be 20 percent. How- 
ever, as pointed out, there are 
other factors to be considered. If, 
for example, the average five-year 
loss ratio were lower than the per- 
missible, reduced rates would not 
be in order if the loss ratios for 
the most recent years are above 
permissible, indicating an adverse 
trend. It should be remembered 
that rates are being made for the 
future and that it is impossible to 
change what has happened in the 
past. 
SoME REFINEMENTS 

Refinements of the general rat- 
ing plan are made with several 
policies. The residence rates are 
higher in apartments than in 
private houses. The mercantile 
safe rates and the money and se- 
curities broad form rates are sub- 
divided by type of safe, In addi- 
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tion, classification of risks is a part 
of the rating plan for mercantile 
safe, interior robbery and_ broad 
form insurance. Those risks which 
suffer more losses than the general 

take higher 
the separate 


run of risks, rates 


based upon expe 
rience. Classification rating is de- 
sirable, as it permits the allocation 
of losses in a more equitable man- 
ner. These refinements are based 
upon country-wide experience. 
Particularly is classification rating 
essential for mercantile open stock 
insurance covering merchandise 
only. It is obvious that the thieves 
are attracted by the value of the 
property and the ease with which 


it may be disposed of. 
Economic Tie-In 


Burglary insurance, being crime 
insurance, is closely tied to gen 
eral economic conditions. At pres- 
ent, the entire world is experienc 
ing a tremendous crime wave, even 
greater than the one which fol 
lowed World War I. The scarcity 
value of 
attractive to 

conditions 


merchandise 
the 


must 


and_ high 
makes it very 
criminals. These 


be considered when reviewing the 


experience, as it would be contrary 


to the best interests of all to reduce 


rates in the face of increasing 
crime. 
In this type of insurance against 


crimes of many kinds, it is evident 
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that protective devices such as 
burglar alarms, watchmen, hold-up 
alarms, tear gas systems, etc., are 
of some assistance in preventing 
crimes. All such devices are care- 
fully investigated and tested by 
Underwriters’ Laboratories, Inc., 
and a complete report is made to 
the underwriters. The companies 
have been anxious to encourage 
been 
dis- 
counts. Obviously the extent of the 


such protection and have 


generous in allowing rate 
discount initially is based entirely 
the 
extent, 


upon judgment, but when 


devices are used to any 
experience is compiled to deter- 
mine their effectiveness. 

There are times when adverse 
loss experience cannot be cured by 
rate increases. In the early ’30s. 
when Dillinger’s and other organ- 
ized gangs were running wild, 
there was an epidemic of bank 
robberies. The bank robbery pre- 
mium volume was so small and the 
losses so large that it was impossi- 
ble to keep abreast even though a 
series of rate increases was made. 
Eventually it was realized that the 
cure was in another direction. It 
was pointed out that the large 
amount of cash lying virtually un- 
protected in banks during the day 
simply invited the hold-up men, 
and some way had to be found to 
reduce the A method 


found the banks 


attraction. 


was whereby 
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kept all but 15 percent of their 
cash in a safe or vault under a de- 
layed time lock. In order to get 
this, the hold-up men had to wait 
around about a half hour until the 
time lock ran down, which dis- 
couraged such losses. This had a 
better raising 
rates, and it represented a joint 


much effect than 
effort of the banks and insurance 


companies in crime prevention. 

CoMPILATION OF EXPERIENCE 

To substantiate making rates in 
this manner, detailed experience 
on premiums and losses must be 
compiled from all cooperating com- 
panies. The premiums and losses 
for each policy are coded accord- 
ing to the territory in which the 
premises are located, and_ the 
losses are charged to the same 
territory, regardless of where they 
occur. This is necessary, of course, 
so that they will be relatable and 
produce a proper loss ratio for the 
territory. Similarly the compilation 
is made by policy form, by size of 
policy in some cases, by classifica- 
tion of risk and by protective de- 
vice. All of these data are submit- 
ted to the Bureau annually by 
members and subscribers, and a 
combined exhibit is prepared for 
ratemaking purposes. 

Glass insurance is probably the 
oldest form of casualty insurance 
written in this country. For many 
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years the was 
breakage only, but in recent years 


coverage against 
all risk coverage has been intro- 
duced in a limited way. 
Pain Losses Usep 

The ratemaking procedure is the 
same as for burglary insurance, 
except that paid losses, instead of 
incurred losses, are used. This is 
for the reason that glass losses are 
readily established, and there is no 
lag in settlement. Territorial rating 
is of primary importance, as glass 
breakage is affected by local con- 
ditions. In fact, in some of the 
large cities, individual streets are 
established as rate zones because 
of special conditions. In addition 
to adjusting premiums to present 
rates, it is also necessary to adjust 
the losses to present-day costs. 
Glass insurance is a replacement 
service, with the costs dependent 
on what the glaziers charge for 
replacement. In normal times there 
is usually very little fluctuation of 
cost, but in recent years the costs 
have skyrocketed so that it has 
been necessary to increase the rates 
each time the replacement costs 
were increased. 


In reviewing the process of 


burglary and glass ratemaking, it 


should be remembered that with 
a wide variety of policies and a 
comparatively limited volume of 
experience for a number of them, 
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it is almost impossible to have each 
policy stand on its own experience. 
To do so would be perfection, and 
we are far from that. Under 
present-day conditions, with un- 
predictable markets for merchan- 
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dise, an unprecedented crime wave 
and the inflationary spiral to con- 
tend with, it would seem to be 
important to strive for over-all re- 
sults which approximate the per- 
missible loss ratio. 


“Honestly, Miss Glamm, I thought you said Monk!” 
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COAL CASCADES. Tons oi vitally needed NEW ANGLE. Most railroad crossing tragedies are caused by 

fuel poured out on the ground when 23 cars careless motorists. Not so this one, where a yard engine jumped 

of this 5l-car freighter left the tracks near the tracks, ploughing into three cars waiting to cross. Body 

Blackville, Ark., and tied up all service on of driver lies in the twisted wreckage of his car, and six others 

the line for a long period. were injured, including two members of the engine crew. 


A Railroad 


THE NEWS IN PICTURES 


Aviation ¥ 


CONSTELLATION CARRIES ON. Despite loss of a propeller, SKELETON. The charred framework of 
and with a gaping hole in its side, this giant New York-Miami plane this small plane is all that remains after 
carrying 69 passengers was guided by its pilot to a safe landing in a crash and fire at Winfield, Kan., in which 
a tiny field in Bunnell, Fla. A flight steward was killed when flying two brothers were killed while they were 
propeller fragments slashed into the cabin. taking part in an aerial coyote hunt. 
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JNPOPULAR. Irate cops, firemen, utility and postal 
ficials and storeowner showed up when driver 
nocked over lamppost, extinguishing lights; hit mail 
Ox, scattered contents; broke hydrant, flooding 
treets; smashed into liquor store. He was unhurt! 


Motor Vehicle 


THE 


ELIEVE IT OR NOT, three out of four members of the 
amily somehow managed to escape, unhurt, when this house 
» Council Bluffs, la., was completely leveled by a terrific 
last, supposed to have been caused by a gas leak from the 
ot water heater. The fourth member was badly hurt. 


DEATH BUTTS IN. Butt ends of two logs 
fill front of school bus which collided with log- 
ging truck near Anniston, Ala., while carrying 
overload of 70 children. One child was killed, 
four were critically injured. 
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NO MILK WAS SPILLED. Nineteen persons we 
when an ammonia tank exploded in the engine room o 


plant in Toledo, Ohio. The explosion ripped an eno 
in the wall (see center background) and sent a casca 
milk cans rattling down upon the floor of the dairy. 


Ca 
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NSE awaited occupants of this St. Joseph, Mo., ’'T TRY TO IMITATE the feat of this driver, who esca 
ho were at movies when passing cattle truck's eath by a freak of fate when his truck laden with 100 quarts 
and it crashed into building, stripping off entire nitro-glycerine, overturned at Wichita Falls, . The explos 
ttle spilled into the street, were coralled by pas- liquid was carried in square inserts on the bed of the truck. " 
ice. No one was hurt, including truck driver. long cylinders on the side are empty shell cases. 


PACTURES 


Explosion 


AFTERMATH. Police search ruins of Pitts- UNLUCKY LOCATION? An employee of a service statio 

burgh dwelling after it was rocked by explo- Mt. Holly, N. J., clears away the debris after a gas explos 

sion which injured three. One victim was which wrecked injuring two persons, causing $5,000 in p 

pinned under wreckage for half an hour be- erty damages. The station is on the site of a hotel which 

fore being rescued. Damage: $2,590. destroyed 20 years ago by another gas explosion. 
awn ae 
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IGHT LIGHT. Glowing embers light up the midnight sky, 

the famous Jesse Weldon Inn at St. Albans, Vermont, 
urns down to its foundations. Guests fled for shelter in 
b-zero temperatures, and three died in the fire, which 


‘DUST TO DUST. Fallen bricks, mortar and peril- 
ously swaying rafters of a Trenton, N. J., depart- 
ment store form a grim backdrop to tombstones of 


pre-Revolutionary churchyard. Walls of the five- 
hused an estimated property loss of about $200,000. 


Fire 


HE NEWS 


INTING THE TOWN. Women of the 

itchinson, Kansas, Parent-Teacher Association, 
»used by the number of traffic accidents to 
ool children, turn out with brushes and red 
nt to mark “Drive Slowly’’ school areas. 


story building collapsed after fire swept it. 


IN PICTURES 


Personalities ¥ 


DRIVER. President Truman congratulates Verl Lang- 
colorado truck driver winner in contest conducted by 
American Trucking Assn. Langford has driven a truck since 
1928 without an accident. Looking on (left) is Maj. Gen. Philip 
B. Fleming, chairman of President’s Highway Safety Conference. 











With commissions under 
attack, agents need to 
realize the absolute neces- 
sity of a cost accounting 
system that will show ex- 
penses of operation as 
well as income 


Analysis of Agency Expense 


JP)ERHAPS THE MOST important 
P vroblem facing agents today, 
throughout the country, is a heavy 
increase in overhead expenses. 

We are told we are living with 
a 60-cent dollar in the midst of an 
inflationary era when everything 
we buy is costing more than it did 
in years gone by. This is especially 
true of the wages agents pay for 
clerical services, rent, office sup- 
plies and equipment. Yet, while 
other professional men and _ busi- 
nessmen have been able to in- 
crease the charges for their serv- 
ices, insurance agents have received 
no wage increases proportionate to 
the increased cost of doing busi 
ness, in the way of increased com 
missions. 

The only exception to this state- 
ment is that while the rate of com- 
mission has not increased—in fact, 
in many instances it has been re- 
duced—most agents have been re- 
ceiving more dollars of commission 
due to rate increases which bring 


By CARLETON I. FISHER 








about a higher premium charge on 
policies today than was prevalent 
a few years ago. Since agents do 
not spend percentages, but dollars 
and cents, for bread and butter, an 
increased volume of premiums is 
an important factor in any agency 
in analyzing expenses and profits. 

Conditions have varied in this 
respect in different areas, but per- 
haps the following review of rate 
changes in Rhode Island might be 
considered typical of other parts 
of the country as well. Going back 
to August 1944, a period of a little 
over three years, the following rate 
increases have been recorded: 

Fire insurance 

Extended coverage 

Personal property floater 

Auto material damage 

Auto collision 

Auto liability 

Garage liability 

Elevator liability 
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Workmen’s compensation 
Garage keepers’ legal liability. 
Plate glass 

Residence water damage 
Residence and outside theft 
Power plant 


During the same period there 
have been rate reductions in other 
liability lines, fidelity bonds, and 
vandalism coverage. However, it 
must be remembered that the rate 
increases in 1945, 1946 and 1947 
followed a three-year war period 
of 1941, 1942 and 1943, in which 
many rate reductions became ef- 
fective; and that even with the 
increases of the three 
many 


rate past 


years, rate levels are no 
higher, if as high, as during the 
period preceding 1941. It is also 
true that whereas workmen’s com 
pensation and fire insurance rates 
have been increased in Rhode 
Island, they have been reduced in 
some other states. 


INCREASED VALUATIONS 


Another factor tending to in- 
crease agency income has been that 
of increased valuations and conse- 
quent increases in amounts and 
premiums on many policies for 
material damage insurance, such 
as automobile, fire and allied lines, 
burglary, ete.; a trend toward 
higher limits of liability under cas- 
ualty policies, and a general plen- 
titude of money which has lessened 
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sales resistance and broadened the 
sale of additional lines of coverage 
to many existing policyholders. 
SoME RESULTS APPARENT 
So far as these factors have re- 
sulted in increasing the size of re- 
newal policy premiums, and hence 
these trends have 
been all to the good for agents. 
The obvious result has been to in- 


commissions, 


crease the dollars of commission 
per policy with little, if any, in- 
crease in the work involved. So 
far as these factors have resulted 
in the writing of additional policies 
or endorsements, the same _ in- 
creased profit has not been appar- 
ent for the reason that much ad- 
involved with 
overhead 


ditional work was 


consequent increase in 
expense. 
All this may lead to the belief 


on the part of some people that 
the agents are well off today. How- 
ever, this may not be so. It all de- 
pends on many other factors. How 
much of the increased volume of 


premiums merely offsets losses pre- 
viously incurred through rate re- 
ductions during the How 
much is offset by additional work 


war? 


and overhead expense involved in 
properly handling and _ servicing 
the additional volume of premiums? 
How much has the increased vol- 
ume of commissions been offset by 
constantly rising costs of opera- 
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tion? These and many other ques- 
tions must be answered to the satis- 
faction of companies and agents 
alike if agency remuneration is to 
be fair to both, and to the pric 
as well. Rating bureaus and in- 
surance commissioners 
who must become greatly inter- 


are others 


ested in such matters. 

There are two fallacies regard- 
ing agency commissions. One is 
that in times of rate increases and 
increased amounts of insurance, 
the increased dollars of commission 
accruing warrant reduction in the 
rates of commission. If this be true, 
it should naturally follow that 
when the pendulum swings the 
other way and rates are reduced 
or values drop, the agents’ commis- 
sion should be 
That has never happened. The 
other fallacy is that agency re- 
muneration should be tied to the 
loss experience of the insurance 
companies, so that when losses are 
high the agents will be cut. Again, 
if that is a sound philosophy, it 
should naturally follow that when 
losses are low the agents’ remu- 
neration should be __ increased. 
Neither has that happened. When 
losses are low, rates to the public 
must be reduced. When losses are 
high they must be increased. The 
overhead expenses of an agent are 
not changed by loss ratios. 

Another factor entering into any 


rates increased. 
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consideration of an analysis of 
agency expenses is that of graded 
scales of commission, such as is 
prevalent on workmen’s compensa- 
tion, surety bonds and some other 
lines. Here we find that a uni- 
form rate of commission irrespec- 
tive of the size of the premium has 
defended on _ the 


always been 














Bachrach 


CARLETON I. FISHER 


ground that dollars of commission 
must be produced on large policies 
to offset the loss in handling small 


premiums. 

This theory violates the principle 
that each policyholder, by size and 
class, should stand on his own 
feet as far as possible, and that 
the profits from one class should 
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not be used to support another. 
The trouble with the graded scales 
has been that they all produced 
reductions, whereas to be fair, the 
reductions should have been offset 
by increased rate of commission 
and greater dollar commission rev- 
enue on the small, expensive-to- 
handle policies. 


INCOME ANALYSIS 


This discussion all leads up to 
the point that no sound analysis of 
agency expenses can be made 
without first analyzing the income 
of an agent, because income is 
needed to pay expenses. With 
commissions under attack as the 
largest single element in the ex- 
pense factor of insurance pre- 
miums, and the agent more and 
more in the position of having to 
defend his commissions, it becomes 
incumbent upon agents everywhere 
and of every size to produce rec- 
ords that will graphically show the 
facts. Unfortunately, to date, too 
few agents have kept their ex- 
penditures recorded under such a 
cost accounting basis as to readily 
produce the figures now in demand 
to show their relative efficiency of 
operation. It becomes necessary to 
prove—not just to make bald state- 
ments—that agents can ill afford to 
take commission reductions, that 
many are not making an adequate 
salary or profit out of the business. 
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So many agents are jealous of 
their figures that they will not co- 
operate in producing the factual 
data necessary to protect their own 
welfare. This is a_ short-sighted 
policy. The survey of agency ex- 
penses and income now being con- 
ducted by the National Association 
of Insurance Agents is for the 
benefit of all segments of the busi- 
ness, agents and companies alike, 
as is any real fact-finding survey. 

Not the least of the benefits that 
every agent may obtain from such 
opportunity of 
comparing his agency by 
size, location, etc., with the aver- 
ages that will be arrived at through 
reviewing returns from all over the 
country. From such a comparison 
an agent may learn many lessons 
which, if put to use, will aid him 
in making his agency a_ better 
agency, to determine what line or 
lines of business are costing money 
to handle, what business is most 
profitable, and how he should op- 
erate in the future. 


a survey is the 
own 


Decisions To BE MADE 

Since every agent has a _ per- 
sonal saturation point as to the 
volume of business he can ade- 
quately handle without expanding 
his organization, he eventually ar- 
rives at or near the point where 
it is necessary to make some im- 
portant decisions. 





ANALYSIS OF AGENCY EXPENSE 


Figures can guide the progress of the agency and establish its policies 


Should he accept brokerage o1 
sub-agency business? Should he 
merge with other agents? Should 
he take in a partner, or train 
young men to work under him? 
Can his time be more profitably 
spent in soliciting one line or an- 
other? How much does it cost to 
handle small-premium business and 
at what point does the profit line 


rest? Could more profits be made 
by eliminating certain business and 
concentrating on a smaller number 
of clients? 

All these questions, and many 
more, may be answered only if 
every agent has the benefit of aver- 
age figures for the American agen- 
cy system and comparative figures 
for his own agency. He should, 
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therefore, cooperate in seeing to it 
that these figures become available. 
All such are absolutely 
confidential and do not even re- 
quire those who cooperate to iden- 
tify themselves. 

One of the most important rec- 
ords an agent should keep—and 


surveys 


very few do so—in order to make 


available proper cost accounting 


figures, is the number of policies 


handled annually, by line if pos 
sible, or at least the total number 
of premium-bearing items handled. 


Only with such figures can the total 
overhead expenses be broken down 
to show exactly how much it costs 
to handle small policies and where 
the breaking point between profit 
and loss may exist. 

It follows that the agency with 
a higher average premium per 
policy will be a more profitable 
igency than those which handle a 
large number of small policies. It 
also follows that an agency which 
handles the bulk of its volume in 
directly produced business will be 
more profitable than one with a 
larger volume of brokerage or sub- 
agency business. Sometimes, how- 
ever, there are certain intangible 
values to writing a large volume 
at a small profit. Multiple agency 
appointments in the territory by 
discour- 
large 


thus be 
with a 


companies may 


aged, An agency 


spread of risk has a better chance 
to make an underwriting profit for 
the company if the business is 
carefully chosen. 

Then, of course, we 
have with us the necessity of per- 
petuating existing agencies which 
often may be done only by taking 
into the office young men of prom- 
ise before it is too late. Too many 
agents, with one eye on perpetuat- 
ing their profits, put this day off too 
long. Then something happens 
suddenly, and the agency passes 
out of existence. Such a situation 
often prompts companies to make 
multiple agency appointments, be- 
cause they don’t want to have all 
of their eggs in one basket. The 
companies, however, would regard 
such a step as unnecessary if ex- 
showed 


always 


isting agencies signs of 
progressing and maintaining their 
entity. 

Too many agents keep a lot ot 
figures which they read once, put 
away and never use. Figures, espe- 
cially analyses of agency expense, 
should be used constantly to guide 
the progress of an insurance agen- 
cy, to establish its policies. It is 
to be hoped that in the future 
more insurance agents will realize 
the absolute necessity of a better 
cost accounting system as to ex- 
penses of operation as well as to 
income. 





Usable Ideas for Today 


rake A Picture! 

Are you a camera fan? If so, why 
not put your hobby to work to de- 
velop new clients for your agency? 
Select a prospect whose business you 
know it would be desirable to write. 
Take a good picture of his home and 
send it to him with a friendly letter 
discussing the need for analytical in- 
surance service and telling him of 
your desire to review his coverages 
and offer suggestions. 

— Fireman’s Fund Record 
7 7 7 
PERSONAL ToucH 
How is your direct mail campaign 


»xrogressing? Do your letters bring in- 
prog ; § 


quiries? Do your letters bring sales? 
One of the smartest ways to make 
any direct mail campaign work over- 


time for you is to add a short note in 
longhand to almost mailing 
piece. If you send out a typewritten 
letter, add a postscript in longhand, 
just a phrase or a sentence that uses 
the prospect’s first name and lends 
that personal touch. If you send out a 


every 


leaflet or brochure, scribble a few 
words across the top, something like, 
“Harry: This coverage is right down 
your alley. And what’s more, it costs 
you only ten dollars to be perfectly 
safe.” 

The 


who sells himself. You can’t sell your- 


successful agent is the man 
self through cold, impersonal adver- 
tising. Give every mailing piece that 
warm, personal touch, and you'll find 
your sales jumping. 
— The Marylander 
A 7 7 
Don’t Over-SImpLiry 
One effort of business papers in the 
insurance field is to simplify some- 
what the technical language. This is 
considered a good idea on general 
principles because the business oper- 
ates in highly specialized compart- 
ments and some translation into gen- 
erally understood makes _ it 
easier for one segment of the indus- 
try to understand what is happening 
in or to another. Moreover, there is 
also the more basic need of the agent 


terms 
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using as non-technical language as 
possible with his insured, to avoid 
pleas for “interpretation.” 

However, there is a limit to sim- 
plification in a technical business. 
Much can be done, but doctors, law- 
yers, architects and accountants do 
not seem to have made more prog- 
ress than the insurance people, per- 
haps not as much. A good deal of 
their technique will always be re- 
served for the initiate. 

Also, no matter how simple the 
language is made, it is still difficult 
for the mind to grasp a new idea, and 
that is the difficulty that the reader 
must solve, if he has to sweat for it. 
The agent, for example, may find it 
dangerous to assume that because he 
can’t explain something in simple 
terms he shouldn't explain it at all. It 
may be necessary for the client to 
sweat a little to get an understanding 
of his policy or the insurance business, 
and if he doesn’t like doing it at the 
time the policy is sold, perhaps the 
agent him that he 
would be very eager to do so if there 


should remind 
was a loss. 
— The National Underwriter 
7 7 7 
Wuere Tuere’s A Wirt — 
THERE'S AN UNDERTAKER 
Every agent knows that if he culti- 
vates attorneys and lets them know 
he is in the bonding business he is 
likely to get some Fiduciary bond 
business, but only a few are aware of 
the fact that undertakers can turn 
business their way, too. Many of them 
are asked where bonds that are re- 
quired for administrators and execu- 


May 


tors can be bought. Contact them and 
leave a supply of your business cards 
with each so that it will be easy for 
him to refer prospects to you. Next 
time you distribute calendars see that 
funeral directors receive them. If 


your calendar is hung on the office 
wall or stands on his desk, when such 
an inquiry is made, he will not have 


to rely on memory or go to the files, 
but need only glance at your calen- 
dar. 
— The Local Agent 
7 5 : A 
Loss HANDLING 

Every agent than 
suffered the anguish and embarrass- 
ment of having to say to a policy- 
holder, “Your policy does not cover 
your loss.” And the client replies in 
a loud or cutting tone, “I understood 
my policy protected me from losses of 
this type.” I experienced this several 
times during my first five years in 
general insurance business and usual- 
ly found that after such an experience 
the account was lost. 

Two years ago, after returning to 
insurance after the usual war 
layoff, I was determined that a solu- 
tion to the problem could be found. 
The owner of the agency where I am 
now associated, offered a foolproof 
and simple system of protection for 
the agent. 

With each policy, either delivered 
or mailed, where there can be any 
doubt as to the coverage, a letter is 
enclosed. The client is advised to 
read the letter closely and notify the 
agency if there are any questions. 
With named-risks policies, the haz- 


more once has 


work 





1948 


ards covered are listed and client in- 
formed that no other types of losses 
are insured. With comprehensive and 
other all-risk types of policies, exclu- 
sions are listed. When Automobile 
Liability is purchased, the letter ad- 
vises that physical damage to his own 
car is not insured. When Automobile 
Medical Payments are not included, a 
waiver is signed which indicates that 
the insured understands that his own 
and family’s medical bills will not be 
paid. 

On mercantile Fire risks where a 
coinsurance clause is attached, a 
printed form is signed verifying that 
the agent has carefully explained the 
meaning of the coinsurance clause 
and that the insured understands. A 
similar waiver is also taken when 
Extended Coverage is not included on 
a Fire policy. Many times, too, the 
signing of a waiver acts as a sales 
wedge, and rather than actually sign 
a printed form, discussion will result 
and the extra sale be completed. It 
also serves the purpose of forcing the 
agent to completely explain the cov- 
erage. 

An extra copy of the letter or 
waiver, made on a special pink car- 
bon, is filed. Now, when a client calls 
and reports a loss for which there is 
no insurance, we may refer the client 
to our letter or waiver and produce 
our copy. It is a rare instance that a 
client can stay angry when he real- 
izes that the matter was called to his 
attention so that no misunderstanding 
could possibly result. It means some 
extra work, but time and again we 
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breathe a sigh of relief when a letter 
has been produced from a file bailing 
us out of a situation which would 
otherwise have been hopeless. 

— Rough Notes 


ACCENTUATE THE POSITIVE 

Mistakes, wrong guesses, the fail- 
ure of plans to materialize, all have 
a way of contributing their bits of 
corrosion to perspective and outlook. 
Before the year gets a whole lot older, 
it might be well to spend some time 
in gathering up and wheeling away 
the unsightly piles of mental rubbish 
that so often interfere with a straight 
job of thinking, depress the person- 
ality and create an atmosphere of 
fear, doubt and inactivity. 

American business and _ business 
men, which would include insurance 
men, are frequently characterized by 
a matter-of-fact attitude which is 


quite curious, to say the least. 
The reporter, recalling an excep- 
tional story, is likely to be told by his 


editor, “That was yesterday.” The 
salesman, re-living a good case for the 
edification of his manager, not infre- 
quently receives the same answer. 
This is probably the case in all lines. 
What has been good, even laudable, 
we seem to be in haste to forget. We 
seem bent on getting pleasant things 
out of our minds to make room for 
worry and recrimination. Ah, if we 
could but give unpleasantry the same 
quick brush-off that we give to solid 
accomplishments! 

— Insurance Index 





Court Decisions XX XI 


ALAN GRELLER 


Liability for Damage to Merchandise 
Some merchandise in a leather goods 
water 
the 
directly 
a leak 


which developed in a hot water heater 


store was damaged when 
dripped through the ceiling of 
hotel 


from 


store from a_ small 


above. The water came 
in the hotel. The storekeeper sued the 
hotel proprietor for the damage and 
recovered judgment. The hotel keeper 
contended that the leak was the result 
of a latent defect in the heater which 
could not be discovered, but the ap- 
pellate court held that he 
disclaim liability on that ground, since 


could not 


the heater was an old one. Judgment 
was affirmed. (Schon v. James (Loui- 
1946) 28 S. 2% 

ae oe 
Restaurateur—A 


siana 531.) 


Liability of 
and her companion were patrons in a 


woman 


restaurant and during the course of 
the evening the woman went to the 
rear of the to to the 


ladies’ room. She did not see the sign 


restaurant go 
pointing out the ladies’ room and en- 
tered the men’s room by mistake. Her 
went to the and 
called that she the 
wrong room. She came out quite em- 


companion door 


to her was in 
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barrassed and opened a door across 
the led the 
cellar, stepped in, and fell down the 
stairs to floor, sustaining 
personal injuries. In her suit against 
the restaurant the re- 
turned a verdict in her favor and the 
affirmed 
(Morris v. Granato 

1947) 50 A. 2d 416.) 

¢ 

Liability of Property Owner—A 
man was passing in front of a parking 


passageway which to 


the cellar 


owner, jury 


judgment was on appeal. 


(Connecticut 


tA 
wo- 


lot when one of the slabs of the side- 
walk on which she stepped broke in 
the middle. She was precipitated into 
the areaway beneath the sidewalk and 
sustained serious injuries. She brought 
suit against both the parking lot op- 
erator and the owner of the property, 
and the jury returned a verdict in her 
favor and against the property owner 
in the sum of $15,000. The appellate 
court sustained the judgment, holding 
that, under the circumstances in this 
case, the property owner was charge- 
able with knowledge of the defective 
condition of the sidewalk. (Dodson v. 
The New England Trust Co. (Ohio 
1946) 71 N. E. 2d 503.) 





The Man Who 


UBLIC RELATIONS—two powerful 
P that tremendous 
weight in the conduct of any busi- 
ness. More often than not they may 
mean the difference 
ceptional success and utter failure. 
No business can afford to discount 
the force effect of public 
opinion, and this is particularly 
true of the whole business of in- 
surance. That insurance has recog- 
nized this is evidenced by the time, 
energy and money being expended 
in attempting to establish 
maintain the right kind of public 
relations. 

Such an extensive program must, 
of necessity, follow every artery 
through which the business of in- 
surance flows into the pool of pub- 
lic opinion—the agent, the broker, 
the field representative, the general 
agent, the underwrite, the com- 
pany executive and the adjuster. 
It is my earnest opinion that, of all 
these arteries, the one labeled “ad- 
juster” is the strongest and yet 


words carry 


between ex- 


and 


and 


The insurance adjuster has 
a vitally important public 
relations role—for it is he 
who delivers the ‘mer- 
chandise,” for which the 
policyholder has paid in 
advance 


Delivers 


By ROY G. BACHMAN 


perhaps the most delicate of all. 
The adjuster has it in his power 
to establish good public relations 
or bad; and the sooner that fact is 
recognized, understood and dealt 
with intelligently, and with the con- 
viction that unquestionably there 
lies the substantial channel 
through which the industry of in- 
surance may be immeasurably ben- 
efited, that much sooner will the 
loss division of the industry be 
accepted as the finest of all means 


most 


by which public confidence and 
public good will may be created 
and held firmly in place. 

I do not intend to imply that all 
of the other arteries should be sub- 
ordinated to the one controlled and 
directed by the adjuster. Every 
artery must function aggressively 
in order to keep the “heart” of the 
industry pulsating with regularity. 
But I do say that unless the artery 
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within the control of the adjuster 
is kept open and is activated by a 
desire and intent to establish good, 
wholesome, intelligent public con- 
tact, efforts in all other directions 
are likely to fail. 


ViTAL Work 


The producer. probably _ has 
greater general contact with the 
public than any other segment of 
the insurance business, and no one 
doubts the fine public relations ac- 
complishments of all those com- 
prising this part of the industry. 
His work with the public obviously 
is vital to the attainment of the 
good will goal to which our ener- 
gies are constantly directed. He is 
who sells a policy of in- 
surance to Mr. or Mrs. Public, 
and he more than anyone else 
knows that such a sale is the cul- 
mination of many acts. Most of 
these acts fall into three divisions: 
first, knowledge of the insurance 
requirements of the insured; sec- 
ond, competency in knowing how 
to fulfill those requirements, and 
third, ability to inspire unques- 
tioned confidence, in the absence 
of which a satisfactory sale seldom 
is made. It is this third division 
that is so vastly important in the 
development of the kind of public 
relations of which the industry 
may be proud. 

After all of these acts have been 


the one 
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accomplished, the insured has been 
sold a contract which consists of a 
promise to reimburse him or her 
under certain conditions and cir- 
cumstances, if and when the in- 
sured peril or perils become a claim. 
The producer has sold the mer- 
chandise of the insurer, but that 
merchandise is, in reality, not de- 
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livered until a loss occurs. When 
the time of delivery arrives, great 
good can be accomplished or great 
harm can be done in the field of 
public relations. The responsibility 
for good or bad lies almost entirely 
in the lap of the adjuster. 

It is through this contact be- 
tween adjuster and insured that 
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the insurer, and in fact the insur- 
ance industry, is either commended 
or condemned. Certainly it is true 
that every act of every person, all 
along the line, has some definite 
part in the building of the kind of 
relationship with the public that 
has been and will continue to be 
so eagerly sought. But it should 
never be doubted that every bit of 
it can be destroyed if, when the 
adjuster “delivers the merchan- 


dise,” he bungles the job. 


Not “Wuat,” But “How” 

What the adjuster does is not 
nearly so important as how he does 
it. In the adjustment of a loss 
caused by fire, windstorm, explo- 
sion or a multitude of other perils 
covered under policies issued by 
fire insurance companies, the ad- 
juster usually spends most of his 
time ascertaining the amount of 
loss sustained. He calculates the 
cost to repair, recondition or re- 
place, giving due consideration to 
depreciation, obsolescence and other 
important factors. But this part of 
his work is by no means the most 
important nor the most effective in 
his public contact. A reputable 
contractor, engineer or other expert 
could be employed to perform 
those duties, in which event cer- 
tainly there would be no need for 
an adjuster. Merely to present fig- 
ures to an insured on a “take-it-or- 
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else” basis is simply inviting cer- 
tain criticism and probable antag- 
onism, two of the most destructive 
elements in human relations. 

Obviously, the adjuster should 
have a thorough knowledge of the 
contract. He must be possessed of 
an abundant supply of information 
and data pertaining to all types 
and characters of property, both 
real and personal. He must know 
the yardsticks by which a loss is 
measured. He must have many other 
attributes in order to successfully 
overcome the many problems which 
so often arise in the adjustment of 
a loss, and which to the average 
insured frequently assume the pro- 
portions of monumental complexi- 
ties. 


NECESSARY QUALITIES 

The adjuster must be patient, 
considerate and tolerant, always 
giving the other fellow credit for 
having intelligence at least equal 
to his own. He cannot rightfully 
assume a superior attitude, even 
with an insured who may not have 
had the opportunity to enjoy equal 
business and educational advan- 
tages. The adjuster who is clothed 
with a “holier than thou” attitude 
is doomed to failure. 

Honesty and integrity are funda- 
mental musts in everyone who 
reaches for success; the insurance 
industry accepts only the highest 
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The adjuster must be able to overcome the problems of loss adjustment 


degree of both. These essential 
attributes apply especially to the 
adjuster, because to an insured 
who has sustained a loss—perhaps 
the first and only one that insured 
will ever have—the adjuster repre- 
sents the fulfillment of the highest 
ideals and the whole purpose of 


insurance. 


From the foregoing, obvious 
diplom: is essential. This attri- 
bute, it seems to me, is a natural 
outgrowth of the dual position held 
by the adjuster in every loss he 
adjusts. He is employed by the in- 
surer, but he must never discount 
the fact that he also acts for and 
in behalf of the insured. Let me 
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quote a few words from an article 
| wrote some years ago, as follows: 
“The adjuster’s duty to the insurer 
is no greater than his obligation to 
see to it that the insured is fully 
and equitably indemnified. A physi- 
cian attends a physically sick per- 
son. An adjuster attends a mentally 
sick insured. At least anyone sus- 
taining a loss involving his worldly 
possessions, whether business or 
personal, is mentally disturbed.” In 
the light of that condition, which 
exists to some degree in every loss, 
the adjuster must use every ounce 
of his ingenuity in so treating the 
insured as to mental 
stress and at the same time make 


relieve his 
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him whole for his loss within the 
limits of the contract sold to him. 

Public relations is a never-ending 
job. It is part of the job of every 
person associated with the insur- 
ance profession. All, individually 
and collectively, constitute the pub- 
lic relations arteries to which I re- 
ferred this article. In 
conclusion, it is worth repeating 
that, in the insurance industry as 


earlier in 


in every industry, the delivery of 
the merchandise is the most effec- 
tive means of establishing good, 
wholesome public opinion, And al- 
ways remember that in our business 
the “merchandise” is actually the 
adjustment and payment of a loss. 


Slight Difficulty 


Grandpappy Morgan had wandered off into the Ozark 


woods and failed to return for supper, so young Tolliver 


was sent to look for him. He found him standing in the 


bushes. 


“Gettin’ dark, Grandpap,” the tot ventured. 


“Yep.” 


“Suppertime, Grandpap.” 


“Yep.” 
“Ain't ye hungry?” 
“Yep,” 


“Wal, air ye comin’ home?” 


“Nope.” 
“Why ain’t ye?” 
“Can't!” 
“Why can’t ye?” 


“Standin’ in a b’ar trap.” 





SMILE A WHILE 
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“If there are any messages while I’m 

out,. Miss Suggs, jot them down on 

cated odd scraps of paper and lose them, 
as usual. 


“I’m afraid we have drs news 
for you, Mrs. Brodie. We've lo 
your husband—alive and well.” 
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“I wish you'd stop referring to the files as the ‘Lost and Found’ department!” 
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How can policyholders be 
made to thrive and grow? 
The secret, says this au- 
thor, is to think of them, 
not as a list of names in a 
file, but as people. Policy- 
holders are human! 


Efficiency Builds Success 


VERY AGENT wants his office to 
Naturally, 
everyone has his own individual 
idea of what “efficiently” means. 
But all will agree that in principle 
we mean that we wish our insur- 
ance agency to get the maximum 
of effort 


be run efficiently. 


result with a minimum 
and expense. 

This becomes really important 
today. We all face constantly in- 
creasing costs, higher wages, taxes, 
rent and other mounting expenses. 
There is little likelihood, however, 
that we also face increasing com- 
missions. In fact, the reverse may 
be just around the corner. 

How, then, shall we meet this 
situation? 

Obviously we all are striving to 
enlarge our scope by increasing 
the number of people—or custom- 
ers—who do business with us. And 
what is still more important, after 
they start doing business with us 
we want to keep them happy as 
customers. In this way they will 
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not only stay with us as customers, 
but they will brag about us to 
their friends. You’ve heard people 
brag about their good judgment 
in buying a new washing machine, 
radio or other gadget. Your cus- 
tomers will be solicitors for your 
office, too, if you keep them 
happy. 

So, just what is it that these 
sensitive plants, these insurance- 
buying customers, need to make 
them thrive and grow? What do 
they expect us to do for them? 
Did you ever stop to figure that 
all you seemingly give to your cus- 
tomer, in exchange for his premi- 
um, is a piece of paper—a policy 
to you—promising at some future 
time to do something if trouble 
arises, such as a claim for a loss 
or damage, or the threat of a law 
suit following an unexpected ac- 
cident. 
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Every human being is a bit vain. 

I could appeal to your vanity— 
and perhaps win your interest—by 
saying that you are engaged in an 
unusual profession; that you, as a 
successful insurance agent, obvi- 
ously inspire the confidence of the 
people in your community, and so 
on. But that would be neither 
sensible nor fair. We must find out 
what we can do, in these days of 
increasing costs, to hold our cus- 
tomers after we get them to buy 
our product. That is real efficiency. 
Ciams Service First 


Our their 
miums in the belief that we are 


customers pay pre- 
ready, able and willing to stand 
by them should they have trouble. 
It seems to me, therefore, that as 
efficient agents the 
tant thing to consider first is the 
matter of intelligent claims ser- 
vice. When Mr. Property Owner 
has a claim of any sort, that is his 
first fully 
ing the value of that “piece of 
paper” he bought. So far, Mr. 
Property Owner probably knows 
very little about what is in his pol- 
icy. Although his claim is just one 
of many in your office, as an agent 
you must show him that you fully 
appreciate how important 
claim is to him. 

Develop, if you please, an in- 
terested “bed-side” manner. Don’t 


most impor- 


opportunity of realiz- 
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accept the first notice of loss in 
a disinterested, perfunctory man- 
ner; and be sure that your office 
staff is trained to show the same 
friendly attitude. After you have 
asked all the “foolish” 
questions, be sure that you explain 
to your customer—in language 
which he can comprehend—what 
is expected of him. Explain the 
estimates, inventories, 
safeguarding undamaged property, 
or whatever you instinctively know 
has to be done by the customer. 
Never forget that this is his first 
loss experience; he does not know 


necessary 


need for 


all that you know about insurance 


requirements. 
ARRANGE FOR AN ADJUSTER 


You should, of course, have a 
working arrangement with all of 
your companies, so that when nec- 
essary you can arrange to have an 
adjuster on the scene as soon as 
the customer is ready for that step. 
who irritated 
is called take 
care of a claim should do some- 
settlement 


becomes 
upon to 


An agent 
when he 
thing about it. Loss 
should be the first order of busi- 


ness in any agency. In fact, I ven- 
ture to suggest that proper loss set- 


tlements are just as important as 
soliciting new lines. 

When the adjuster arrives, go 
with him to the loss. Here is your 
opportunity to come through on 
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the promise you made when you 
sold the policy. Try to find some 
common ground of interest be- 
tween your customer and the ad- 
juster. If you have done your part 
properly—arranged for the needed 
inventories, estimates, etc.—the ad- 
juster will be better disposed to 
handle the loss to good advantage 
to your customer. You in turn will 
benefit. After the loss is settled, be 
sure that the paper work goes along 
without undue delay. Delayed de- 
livery of loss drafts can undo all 
the good work you tried to do. 


METHOD OF FILING 


In our office we have a uniform 
filing face for all claims. This keeps 
all the paper work in order and in 
one place. It gives anyone in our 
office a very clear picture of the 
case should they be quizzed about 
it. The open claim files are put on 
my desk every Monday morning, 
so that I may give them a push 
here or a shove there, where 
needed. 

We have found it wise to keep 
the closed claim files for several 
years. Frequently we are called 
upon for important information, 
particularly in liability claims, and 
the full records are very helpful. 
Naturally, you will arrange to have 
smaller losses flow through your 
office with a minimum of motions. 
Don’t forget, however, that the 


EFFICIENCY BUILDS SUCCESS 


small loss is just as important to 
the customer as the larger loss. 

So much for loss settlements in 
an efficiently run agency. 

Progress in your agency depends 
somewhat on mental attitude. Car- 
ry your problems to the clear, in- 
ventive mind of a youngster, un- 
contaminated by fear, custom or 
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precedent, and you will see and 
think of things that have never oc- 
curred to you. Try this on the ’teen- 
age members of your own family; 
they'll prove my point. It will help 
you to get an attitude that will 
make your approach to customers 
much more appealing, and will 
pay dividends. 
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Insurance is a rather personal 
business, from a customer's point 
of view; many phases of insurance 
are little understood by the aver- 
age layman. Therefore, in every 
approach to a customer put your- 
self in his boots. When you talk to 
a customer or write him a letter, 
stay away from technical terms. 
Remember, the insurance lingo is 
a strange dialect to your customer. 
It is all right to talk this foreign 
language among our own groups, 
but don’t use it on your customer. 
The more you learn to talk the 
customer’s language, the more he 
will then think you are pretty 
smart to be able to talk so that 
even he can understand insurance. 
He'll brag about your cleverness 
to his friends. 


AN EXAMPLE 


Let me illustrate what I mean. 
For years our office went along in 
a stodgy, complacent rut, making 
our premium bills read: “$5,000 
on household furniture in building 
situated 10 Elm St.” or “$18,500 
on dwelling and garage” at a given 
location. Recently we hired a 
young high school girl and trained 
her to be a good policy writer. 
After she had been with us long 
enough to survive the mass of tech- 
nical terms we use in this business, 
I asked her to comment on any 
part of her work—or our business 
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—that confused her. Our anti- 
quated way of describing our mer- 
chandise struck her as being very 
strange and confusing. 

So I asked our high school Miss 
to design a billing for us, some- 
thing that she felt any customer 
could understand. Here is the re- 
sult, and we are using it right 
now: “$5,000 insurance against 
damage by fire, windstorm, explo- 
sion, smoke (extended coverage) 
on your clothing, furniture, and all 
other personal belongings at 10 
Elm St., Mount Vernon, N. Y.” 
This new policy writer still doesn’t 
understand why we continue to 
use the term “extended coverage.” 
I guess our customers are asking 
the same question. 

Let’s stay away from technical 
terms just as much as we can, at 
least. Study the advertising ap- 
peals to buy radios, television sets, 
washing machines and other com- 
plicated gadgets. They don’t dis- 
tract with technical 
terms; take a hint from them. In- 
cidentally, you will find some very 
good ideas on how to steer away 


you weird 


from complex language in a small 
volume entitled, The Art of Plain 
Talk, by Rudolf Flesch. 


NuMBER OF COMPANIES 
One added point of “internal ef- 
ficiency” is the number of com- 
panies in an agency. Many agents, 
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A claim will show the value of that “piece of paper” he bought 


for no valid reason, represent more 
companies than they actually re- 
quire. Admittedly agents are now 
having difficulty in placing some 
of the business they control. Nev- 
ertheless, a study of this problem 
shows that an agent with fewer 
companies in his office finds him- 
self in a bettey position for the 
reason that he has been able to 


give his companies a more attrac- 
tive volume of business than the 
agent with a family of companies 
twice as large. 

It is obvious that the agent with 
a small group of companies, find- 
ing himself in need of placing a 
tough risk, is much more likely to 
find a willingness to reciprocate 
on the part of the companies to 





56 THE CASUALTY 
whom he has been loyal. This is 
especially true right now in the 
casualty field. Many agents have 
wisely had agency representation 
for but one casualty company. 
These agents, accordingly, are ex- 
periencing very little difficulty in 
placing any business offered at 
standard rates and standard com- 
mission The agent who 
heretofore has scattered his busi- 
ness among a number of casualty 


levels. 


companies may find all of them 
with the feeling that any upsurge 
in premium volume now means 
that the other casualty companies 
in the agency are possibly declin- 
ing this new business. 

Of course, this is no time to ad- 
vocate any radical change in com- 
pany relationships. However, a 
small family of companies spells 
efficiency. Consider for a moment 
the duplication of paper work, ac- 
counting, visiting with field men, 
etc., in an agency with 20 com- 
panies as contrasted with the 
agency having but eight contacts 
to keep in balance along these 
Yes—increased effi- 


several lines. 
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ciency inside and outside of your 
agency can mean more “take-home 
pay” for you as a local agent. 

I recently heard of a country 
banker who had his own peculiar 
way of attracting and keeping cus- 
tomers. He provided a nurse to 
take care of children while parents 
were busy with their bank busi- 
ness. He also furnished lefthanded 
check books for lefthanded writers. 
Not many of us are lefthanded, 
and there seems to be little need 
for us to ask the companies to 
print lefthanded policies. Ill wa- 
ger, however, that some of our 
customers think some of the things 
we send them look lefthanded. 

Analyze what you do in your 
office and out of it. There may be 
a much better way of doing the 
same thing; better from the cus- 
tomer’s point of view. That is real 
efficiency. A wise man profits from 
his own experience; but a super- 
wise man profits from the experi- 
ence of We are in 
business for our customers, not for 


others, too. 


our companies nor just for our- 
selves. Be efficient. 


“A burglar broke into my house last night when I was still at the 
club,” said a man to his friend. 

“Did he get anything?” asked the friend. 

“Yes, poor devil. He’s in the hospital. My wife thought it was me.” 
—Insurance Digest 





An insurance buyer says 
that agents must keep cli- 
ents constantly informed 
of conditions which might 
affect their insurance prob- 
lems—whether the client is 
a small-apartment dweller 
or the operator of a na- 
tionwide business 


Stories That Should Be Told 


URING MY experience as an 
D insurance buyer over the past 
20 years, after having put in many 
years as an agent and a broker, | 
have been able to view the insur- 
ance business with detachment but 
with no less interest or intimate 
knowledge of what was transpiring. 
This detached view, perhaps, gives 
me a broader perspective than 
those in the midst of it; the view 
of the forest is not obstructed by 
the trees. 

In my present position I have 
contact with 
agents and brokers, and I also re- 


the street 


nationwide many 
ceive from the man in 
insurance, which 
with the 


his reaction to 
one actually connected 
business does not often receive. As 
a rule, agents are competent and 
conscientious; it gives one a feeling 
of elation to note the energetic, 
intelligent service they render, a 
feeling which always occurs in 
seeing an expert doing a job well. 


However, there are many excep 
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tions, and one is often shocked at 
the lack of 
which some agents show in han- 
dling their clients’ interests, Just 
recently a letter was printed in the 
(New York) Journal of Commerce, 
written by a man who described 


knowledge and care 


himself as being a small insurance 
that the 


agents did not give competent ser- 


buyer. He complained 


vice and, therefore, were not 
worthy of their hire. While most 
insurance buyers would say these 
remarks were not justified as ap- 


plying to agents generally, and that 


this man’s experience was the ex- 
ception rather than the rule, it is 
evident that one agent, when he is 
not competent or does not give the 
proper service, can do great dam- 
age to the cause of all competent 

The 
make a continued effort to 
possible to weed out this 


agents. agents themselves 
should 


do all 
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type of insurance representative. 

The agent must at all times ren- 
der continuous, conscientious and 
intelligent service to his clients and 
keep them constantly informed of 
conditions which might affect their 
insurance problems. There are no 
exceptions to this, whether the 
client is a small-apartment dweller 
or the operator of a nationwide 
business. There are many forms of 
insurance essential to the average 
homemaker and businessman which 
are greatly undeveloped. A little 
intensive attention to these particu- 
lar lines will not only improve the 
agent’s service to his clients but 
will increase his income for the 
betterment of the entire insurance 
business. 

RENTAL VALUE 

Primarily among these are the 
various forms of use and occupancy 
insurance. One feature of this par- 
ticular type of insurance often 
overlooked is rental value for home 
owners. In these days when it is 
difficult to find living quarters, and 
when rents for those that can be 
found are high, it is important that 
every home dweller insure his 
rental value. If a fire causes him 
to find new quarters, it would prob- 
ably be at a greatly increased cost 
under present conditions. 

Every home owner and every 
business operator today also needs 


May 


some type of insurance against 
crime. The loss from crime, includ- 
ing burglary, theft, check forgery, 
hold-up, dishonesty of employees, 
is far in excess of the loss from 
fire, yet the amount of insurance 
carried is infinitesimal in compari- 
son. More crime loss insurance 
should be sold, particularly in view 
of the recently improved policies 
available covering these types of 
losses, 


INFORM CLIENTS 


It is the producers’ prime duty 
as insurance experts to keep their 
clients informed of the risks they 
are subject to and the forms of in- 
surance that are available to cover 
them. Unless they do this, they are 
failing in their position as insur- 
ance agents. An example of the 
agents’ failure to do this was illus- 
trated by the results of a recent 
article that appeared in the Satur- 
day Evening Post, which told the 
story of the need for comprehen- 
sive liability insurance for the 
dwelling owner. Many agents actu- 
ally bragged about the number of 
comprehensive liability _ policies 
they sold as a result of the article. 
The story should have been told 
by every agent to each one of his 
clients long ago, but the trouble 
was there had been a lack of telling. 

Equally impressive stories can be 
told to many home owners within 
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the immediate area of every agent’s 
office about the need for fire insur- 
ance on household furniture or the 
lack of sufficient insurance to cover 
present-day values, of the lack of 
sufficient insurance on the value*of 
home buildings. Too often insur- 
ance producers are going long dis- 
tances looking for big game when 
there is smaller game to be had 
more easily right at their door. 

Small household furniture lines 
and dwelling lines are cream busi- 
ness for every producer. They are 
easily placed and handled. They 
are his bread and butter income. 
It will not be long before rising 
costs of living and declining in- 
comes make the selling of insur- 
ance and collection of premiums 
difficult. Agents should start now 
building a large amount of. small 
premium business to carry them 
when this difficult time of shortage 
of premium income becomes preva- 
lent. 

There is one story which should 
be told to everybody owning an 
automobile, and that is the story of 
the limits of the public liability 
policy. Every day, verdicts are 
handed down for tremendous 
amounts, and there is a tendency 
to make them larger, yet many pro- 
ducers continue to sell liability 
policies with small limits of liabil- 
ity. Be sure to quote the low cost 
of the increased limits; that is the 
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best selling pojnt of the story. 
Just recently the newspapers 
carried a story and pictures of a 
small car which was reported to 
have been responsible for turning 
over a bus, injuring 15 people. 
Whether or not the operator of the 
small car was liable, he will be sub- 
ject to suits for very large amounts, 
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and he will sleep better if his in- 
surance was in sufficient amount. 
A similar accident may happen any 
minute to any automobile. The 
same suggestion applies to automo- 
bile property damage liability. It is 
hoped that before long the insur- 
ance companies will issue a single 
amount limit policy so the prop- 
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erty damage limit will not be set 
at $5,000. 

To the 
owner it seems inconceivable that 
his little car could cause greater 


ordinary automobile 


damage than this. However, in one 
of the western states recently a 
small car struck a truck carrying 
explosives, and the damage result- 
ing from this collision, which may 
be attributed to the negligence of 
the small car driver, ran into very 
large figures. A similar case oc- 
curred in the south, where a small 
commercial car ran into a gasoline 
truck, causing the truck to turn 
over, and the gasoline set fire to a 


factory near the road. 


DAMAGE May Be GREAT 


These are not exaggerated in- 
stances of what may happen and 
does happen. If a car happens to 
get loose and run into a building, 
or hits a bus, or does any of the 
that 
happen to an automobile, it is likely 
that the damage to property will 
high. This is a serious 


thousands of things might 


run very 
thing to contemplate. The average 
motorist thinks his policy covers 
it, and the agent should carry the 
true story to his assureds. Through 
his association, he should also in- 
crease the pressure on the insur- 
ance companies to hasten the single 
amount policy. 


It is a good idea for an agent 
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regularly and diligently to watch 
the morning newspapers and read 
over newspaper accounts for ex- 
amples of the need for insurance. 
A hold-up here, an explosion there, 
else, all 
teach need for 
kind of insurance. Clip these items 
and use them to bring these les- 


an accident somewhere 


lessons of some 


sons home to your clients. There is 
nothing that impresses the need for 
insurance more than an actual case 
history, such as a newspaper clip- 
ping will provide. Show them to 
your clients and sell them the pro- 
tection they need. 

It is this type of personal ser- 
vice, intelligently pointing out the 
needs for protection and the sub- 


sequent personal service in connec- 


tion with policies sold in the event 
of changes in conditions, or losses, 
or claims under the insurance, that 
makes the value of an agent ap- 
parent to his customers. The main 
direct contact 
local 


difference between 
and _ the 
agent is usually the small cost of 


mutuals insurance 
the agent’s services. If he is to sur- 
vive, the agent must sell the pub- 
lic on the value of these personal 
services. 
GREAT OPPORTUNITY 

Many producers are members of 
agents’ or brokers’ associations. To- 
day a great opportunity is present 
to these organizations to become 





STORIES THAT 


SHOULD BE TOLD 


One feature often overlooked is rental value for home owners 


the most potent factor for good in 
their 


the insurance business, _ if 
weight is placed in the right direc- 
tion. These great bodies can accom- 
plish any reasonable end they wish, 
if their force is properly applied. 
Producer associations should be 
used as factors to fight for broader 
policies, economical costs and gen- 
eral improvement to the advantage 


of the policyholder. They should 
fight to keep the insurance busi- 
ness free from bureaucratic restric- 
tion which would stifle free enter- 
prise. The attention of the public 
should be called to their work ‘in 
these directions to create good will 
for the local agent. 

Too often ‘when the producer 


associations get into print, it is 
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about some squabble they are hav- 
ing with the companies on com- 
mission or other issues in which the 
public has no interest. It is sug- 
gested that these issues be handled 
without publicity and more em- 
phasis be placed on what the pro- 
ducer and his association is doing 
for his clients. They should bring 
to bear their power to influence 
the advertising of insurance com- 
panies and perhaps do some adver- 
tising of their own, to the end of 
selling to the man in the street the 
value of the producers’ personal 


himself and to his 
this 


owes this to 
business. The 
spent will be 


fruits of time 
toward the good of 
the insurance business, to keep it 
free in the true American competi- 
tive business enterprise methods. 
As a result, the local American in- 
surance agent will continue to be 
as he is now—a competitive force 
in American business life, render- 
ing a needful and important ser- 
vice to the policyholder which no 
policyholder will want to be with- 
out. All this is for the common 
benefit of the insurance business, 


carriers, insurance 
and the insurance 


services to him. the insurance 


Each agent should devote some _ policyholders 
activities. He agent. 


time to association 


ee 


A Fable 


In the city of Bagdad lived Hakeem, the Wise One, 
and many people went to him for counsel, which he 
gave freely, asking nothing in return. 

There came to him a young man who had spent 
much but got little, and said: “Tell me, Wise One, 
what shall I do to receive the most for that which I 
spend?” 

Hakeem answered: “A thing that is bought or sold 
has no value unless it contains that which cannot be 
bought or sold. Look for the Priceless Ingredient.” 

“But, what is this Priceless Ingredient?” asked the 
young man. 

Spoke then the Wise One: “My son, the Priceless 
Ingredient of every product in the market-place is 
the Honor and Integrity of him who makes it. Con- 
sider his name before you buy "—Indiana Agent 
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